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STATE Ot Nlrf YOnX

DSPARN,TN|8 OI TAICATIOTI AND FII{ANCI

CORPORAIION TAl( BT'REAU

REi\'l[BIf, N$ERPRIIArION AIID INsINUCIION UNTT

In the ltattcr of the elpllcatLonr
and Petltion of

AUEBICAN I&(NDCA8TINC-PANAUOUNT TEEATNES . INC.

for revLrl,on of franchJ.re taxcr under Artl.cle
9-A of the Tax llw for the calcndar yorrr
1962 and 1963 and f,or rcdetsnlnatlon of
defl,cLcncg of tax for the calqndrr ysar 1964.

Bearlng Cerc
tlo. 2O3

Bagad on I R€port of &caoLnrtlon by our Nary York Off,l,ao,
noticec of agrsarroant for thc yaar! 1962 and 1963 and notlcc of drf,l,-
clency for ths yoar 1964 rcre luucd eprll 15, 1969, dlrallorlng al
a deductLon a portion of, thc Lnterert €xp€nsc on thc barlr thrt lt
was attrLbutable to lrbrldlary capltal. Followlng confcnncer and
correapondencc wlth thc ta:<pay€tr tho fdle war refcrrcd back to tht
New York Off,lcc to pcrnl.t the exanLner to vorl.fy hlr fLgrurer Ln tho
light of tha taxpayerf a argrumentt.

Ag :r reeult of, Lnfonnation nhich had nd grcvLourly born nrdo
avaLlable to the exaniner, thc tnount of intersrt rttrLbutable to
aubgLdl,ary capLtal was rccmlutcd ae followar

I

I

Prsvlouely dlcallow€d
Revl.eed dleallryancc
ReduetLon
lllocatl,on Xnrcentage
Allocatod anount
Tax reduetl.on at 5lt6

1e6e

91,2S4,971.  oo
551,2JO;.og
603r 661.oO

40.9593
247.255.@

s 13r5gg.o5

1963

g1r  1o3r046.oo
579.7o9rog
523r  337.OO

4L.4L76
2L6.754. OO

I  11 ,921 .45

1964

9930,598.@
504, {35.@
426.163.@

41.7336
177 ,853 .@

$ 91781 .92

ThJ.r rovLrcd dieallouanec har bcen agrced to by thc trxln!^lr.
It tr rccqu.nd€d that the taxet bc rcccrputcd u rhown abovc.

i s l  E . SculIy

Prlncitrnl Corp. Tu Bxla1ner
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t DEPARTMENT OF TAXATION

MEMORANDUM

i " l r , .  lcoi :

iir. i-'or.a,n

; ; iner ' i cen  Can Ccnranr /

AND FINANCE

OFFICE Cor t :o ra t ion  Tax

DATE Februar. i t  LB t  19 7 0

.t ,,'l ''f {kti'
u'{

TO:

FROM:

SUBJECT:

T r a n s r t , i t t e r ,  h e : : e i ; i  t h

r ) r r ( ) i )cse( ' l  de i :e r .n j -na t ic ,n  in

the  ca lenr :a r  \ re i i r -  19  6  2  .

t he  he -a r i r r ;  f  i l e  anu  .

a i : ove  na t te r  cove r ing

l S

+ ]^  ^
L  l 1 =

Af te r  "do l l r  rev ie : r , .1 ,  i -Lease fo rv la : : ' c l  tne  f i l -e  to

the  T ; : : ,  Co i ' - . r , ' , i - ss ion  f  o r -  cons idere t ion .

r . l l -  1 i e  C t  O I '
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trn thc flrtgrr of thr ABBllortLon
I

of

Al{lnlcrr c[lt cfllAff
I

for nvltlon or rcf,und of franslrlro
tan undor lrticlc 9-rt of thr ![rx trlrr I

: ' :  :":  : ' :"_t:t :  _ _ _ F _ - _ _ _' _ _

lncrlcrn Can Cmpny, hrvlng ftlod rn rlplLee-

tLon for rovlrl,on or rofund of franchlm tur turdrr Artlsh

9.rA of th. lrx trtr f,or thr yrr,r 1961, and thr frntr hevl,ng

bccn tgrocd to by Stlpulatl,on of trctr drtd Octobrr 25,

1967, cxtcutrd by t&nrdl B. Scltr Counnl and Orputy lar

CmLrrloner of thr Statr lax C^qnLrrlonr rnd by Errfy C.

lltron; tlmrnl ttn Attotrifl for thr trrqlry.rr rnd thc

gnrtl.ar herlng rrlvod thr rlght to pnrcnt rny furthc

tmtlnony at r fonrl hrari.ng rrndrr tcstlon tl{ o! thr !u

Illwt

llpon r11 thr ttlpulatrd lratr hrnLn end upon tbr

cntln rccard, t t i.r hcrby forurdr

(U .|[trr trrprtrrr lnrrlcan Can GmPrnYr r I.rY

dlcmy eorlroratlon 6olng burlmrr ln thr Statr of, fir lorh,

l: rngrgrd ln thc nanufrcturc and relc o! aontrl.nlrr. lltrr

trrqnyrr hnr r F.rnrnGnt or continuour plrcr o! lnulner: ln

ftr lorkr [.t.r r|rap ltr prlnctlnX. offlcr Lr locatrd.

(fl ,|!hr tarqnyrr tlld r fnnchi,n tuc nturrr

for thr y.rr 1951r olalnl,ng a nrt og'ontlng lorr drductlon

ln tha rno{rnt of 09r835f O54.1O. turilr nrt olnratlng lorr

drduetlon rar dlrrllond by thr CorlnratLon ler Eunu lor

thr rrtron thrt thr lorr had bcrn lnaurnd by l. il. Olrrr

Coqpratl,o6, a forrnm frrr Oonry rubrtdlarlt n*gcd by thr
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trfi}rtnr sl oetsrr l*r rst *l{fi hro nruffi b..rr hrl!

r$Jrct to tho tr* hpomd by Artfcb 9'.*. ?trr frrtlarnt
p*wl,rimr of frcttm l08.gtft o! tlrr rtrtntr rat lr

fcllarrr
't nrt oprertlng lorl drdustl,m llrrtl b.
rllou.d rlh|,{ilr rhrll br prrnnrbly thr rn
u thr nrt otrnntlng lom drdustlsr rlLcrd
sr]ilrr rretlm mr hndni rrtuty-g* rt
lntrmrl nr$fnu. md. of nlErtmn bunds.d
tltty-16u3, or rhl,clh mld hrrn bilfi rllmd
tf, thr trilntnr hrll not n|dr rn rlrctlo nndrr
mb+hrpmr r of ohryrtrr on of thr lntrrnrl
srtnmtur oodl, ermqrt fhrt t t t (t, luah dr-
{uctlon rbrll not lnsludr raf nrt olnntlng
lorr $.trln d durlnf my trnbb yrrr brgt6-
n&re prfor to 'iilururry !l,r:t, nlnrtro hundnC
rlnty*mr1 ot durlng ray trnblr prr la rtlrtcfi
thr tugrpa nl not rublrct to thr trr l,ryor.d
bf tbtr rrtlcLr I t) l. r

(tl Sr ttrsgh lt, lgG*r rft* b.faf lotlttrd ct

thr Ol,nlf,cnncr o! tlrr n t oltar*t{nf, lolr drdsgtl,or, tlrr

tury*pr f.lhd trrnnh{m trlr s.tttnr m brhrlf ol L t. Olmr

gotttolrtlsr oourrtng thr 3trrrr .oftn hcnDrr tlr fta0 rnd

tr961 rrd trhr tnr{od fru dtrnuffIr 1, Itit ?o Oat$rr l{r llf&

Ghr drt of mrgnr, On thr bmlr o! r tlrld mdl.t, tbr

Gonlonttm tlnr tu*rtu hrld thrt l, ft. Clur GortpntLm

nr not rubJrst te thr lw.Iorlr ltrtt lrlrndrlrr trr &rrlng

thr trnrlod lrm ihmr lil lt60r tln drtr of ltr lnoorjontlsr

to luinrrt l{r li6f Frenrm itr rctlvltiu tn tnt !or* dnrtng

thrt nrrisd nrt flnltrd to thr olnntlor of r ntm ottlm

rollcltlng osdh*r rrhtril rrm rccrDe.d rnd ftllca! rt tilr

ofitm of f,, ff. Ofmr CortpsrtLs ln frr ifrrrryr l.Etls

1.6 of thr Siltl&g of thr ttrtr Srx Gml,mfm alrt d Xlr.oh L,

tfm mrdl 16 gnrlr r,r ioll,o*rr
'IilnEll-Lt f fosrl,gn tnnstrctnrlng aorllontlo lur

ltr f,rct'ory outrl.dr lnr lortr. Itr only rotlvltl' ln |rr
to* l; t$r roL*c*Grtlon of ordrn lor ltr protuctr
tlrm$ trrrrllng Hlrnrn sr l nhr oitisr. !|tr
ondrrr rrr icrurihd tn ltr trm oftlor ontrl|. tlb.
rtrtr lcr rcdftrtmor rnt thr nrcf,rntln ll *rLffi by
sursr srrrlrr lnc the lrotoql 6tnct to thr pur-
ehmrm. lFtr mrporrti,m ir not nrbtrgt to thr lrr
lott Srnsdrim tl*, hornn l,tr rol,r rstf,vlttm ln trr
torlr rn in lntrmtrtr mtlul. r
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({l A, ll. Olrrr Gorpontlon wrr h.ld tanrble

durtng thc lnrLod frm Augrurt 25, tg6l to Octobcr l.|, 196f

brsruru lt natntaLnrd lnvurtorlcr ln r prbrte nrrrlrqrn ln

tm Yorls Strt ln rddttloq to thr olrntion of a ;rlu

roll,cltatlm offlcr. DurLng thnt pcrtod thr corpontl,ul

lneurnd I lorr of fS25rO39. Scatlon 1.6 of thc nrllng

o! thr Strti lrr GmLml.on drtrd llrrch l.fr 1951 nrdrr ln

Frtr m fotl.srrr
'E@[il[L A fonlgn eoqrontlon 1l lngngpd tn

tlrc butlnue of nrnuf,retudng. Itr lrctoqf lr locrtrd
outrldr t;r lorlr but tt nalntrl,nr r ttocls of nrrohrn*
di.m l.n trw trorle. Ordrrr rrr fllhd frm ltr lrr lorls
rtoclr* Slrr corlnntlon lr rubjrct to thr ilcr torlr
frtrehlr tur. r

lrrrd upon thr foragplngr thc ftrtr lrx Gm.lrrlcr

hrnby

D[rfilttrlntl

(ll Srrt l. t" ehm Coqroratl,qr rrr not nbltot

to tbc trcrr lork ltrtr tnncfirln trrl durlng tlrr prrlod teo

dfuno l3r I9SO to ilrqurt tr{r lg62;

(ll fhrt A. f,. Olam Eorporetl.on nr rublrct to

tlrr lry forh Strtr f,rrnc*rt"n trr duri.ng tlrr. prtod tro

tuEurt l$r 1961 to Octqbrr llr lg68r durlng rdrich nrriod

tt lnenrr*td r nct agnntlng lort of fgl$rgl9.
(Sl Sh*t ruclr lom lr dr{ustl.bh ln colntlng thr

onttrc nct *nomr o! tunmlarn Sn Omgnny lor ttrr y.rr lt6l.

(D, ![}lrt lolml incrrrrd by f,. lf. elrlr @r?on-

tl,on durlng lnrlod: nh.n tt nr not rubt.ct ts thr trrr lortr

ftrtr frrndrtm trur rrrr not dcduetlbtr ln ongutlng ltr our

rntln nct lncona or thrt of rny rueorrlor €orlDorltlon for

rny nrbr.qurnt lnrl,od.
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Ul ltrrt Ln ecrputl.ng thl rrgc rllocrtlon p.r-

cfntrgr for thr yarr !,963, tho trqnlnr .rtton ourly ln-

sludd lnnrlonr Ertd to rrtf,rod oploy..r ln bottt tlrl

nuerrrtor rnd d.notnatotr r.aultinE ,.n rn ov.ntrtont

ol thr lnrrlnrrr ellocrtlon p,crcnttgc"

(ll [hrt tho tra [r nctttcd u lollcrr

llntln nct Lnrmr brfon nrt
olnratLng loru drductl,sr

trorr nrt ognntlng lotl dcduetlon
AdJurtld rnti,n nrt lncmr
lfilurtrd hrtrnolr rlLocrtlon p;rcntrgn
Allosntrd ntlrc n t tnomc
$ax rt Sld3
firhrLdlre1l crpttrl trrr
ilotal, tr*

$5?rO99r 6t3.7t
825rO39.OO

56t274t 59{,79
9. t36869r

5r l{8r 6t7.74
2881 676.18

tl. gt
t 188f 718.10

{a} thrt thr rrlcttl..d tr* do.r not lncludr trnr

or othrr clrugcr *ht6ft rn not hgrlly du..

Drtrdr llbr$!/r ilrr Yorls

tht; eth dry of March, L$70.
t.EI ;!il!t Tf,X EMIilIfl

trusrDnm
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DIPARIU&IT OF TAThIION A$D '$n[CB

conPonAfroF TAl( 3un8Au

Rflxllilfr I$r8RPRt8A[tOil IND INSTRU('r!OfS Ut{rr

In tho uittor of tho Petltlon

of

CIAY-AB}i8. IHC.

for redetormLnatl,on of daflclrncy
of frandrr,rs tlx undGr ArtLele 9*A
of thc fatr law for thc flreal yott!
cnlcd Ecptmbcr 3Or 1965 and
Soptcubcr 3Or 1966.

EctLtl,on lfo. 16()

lhc taryraycr f,llod reportr f,or thc gnrtodr cndcd ScPtobrr tOr_ 196t urd
1966 on eprll ld, L966 and tlry 91 1967, rcrp,rctlvelyl rnd ptd trxo
on tho brltr of, lOO* of nct l,ncmc. Ttnrly clatnr for crodLt or r.f,und
rroao ftfod ,trunc 18, 1968 and scn dcnlcd trortmb.t l, 1968. Prtl,tLonr
wrro thcn ftlod Nqrmbar 18, 1968, ctalnlng tlret thc taxpayor ltln-
tatncd r rcgrulrr plrcc of burLncrt ln tllrrourl rnd rnt cntttlod to
allocrto ltr proprty and neolptr wtttrtn rnd wlthout f,m Yorh ttlt..
Rofunda wstr clalncd ar f,ollorrur

rrx rt fOO*
Taxlraycrr e eoputation
Refwrd elat-nsd

a BnltnLnary hrarlng wae hcld tn Albany on Decmbor 16, 1969 b.toF
John t. Cenavl,ch. The taxpryor rar r.pnrcnted by lrwtn Khgrynrr Arirlrnt
Troarurcr of Eoctonl Dl,ckl,n:on & Co.p luGGerror to Clay-laltl1ttlGrr
Charlcr E, Qul,nbyr tr!.r lrlanrgor of Aacountingr and Arthur lftttonrtclnr
Counlcl, Stroock & Stroock & trf,vrn.

lltr. KLclryrcr tsrtl,fl,od qt the hoarl,ng (fago { of thc Bcarhg noPort) that
thc taxlnyrr nadc an aEromsnt wlth ttr. Vaughan t'torlll undrr whlsh llr.
Itorrlll oXnrated a nanufacturLng plant excLurivcly for thtr trqrryrr
undor ths nanc of HorrLll EngtncorLng Co. !lr. llorrtll wer not en
cuploycc of tho taxpayar, but rrcol.vod a conrulttng foc ol $25rOOO P.r
ycir. Bach month t{orrllX &rglnerlng Co. nott flqd the taxlnycr rlrrt
Ltt crttnatcd eryrcndl,turce would bc ior the rubroqucnt nonth enl; trbtlvd
advrncc prtmont of that r,nount (nagc 51. Erch yorr a nDllc rccourtlng
ffuu audltal thc boohr of tlorrlll &rglnccrlng Co. rnd notlttod thl tu-
pryrr of thc type and rnount ol rqrrndltur.r and thc rnount to bc rdd.d
to thc Lnvurtory of Clayrtrdanretne. (Prgo 9!.

lf,hr proporty elloErtl,on tehcdulc; on thc rctu:nr for thr ycrn .nd.d
Srptcmbcr 3O, 1965 and 1966 rcfbctod prolnrty of thc taqnlnr outrldc
tho rtrtc ln thc anountr of, StrSrOOO rnd $6LOOOr rarpectlvtly. llf.
Klcpprr tcrtlflod that rueh iroprrty conrJ.rtcd prlncl$ally o! nchlmry
rnd ceulpont rt thc prmlral of ltorrlll fnglnrorlng Co. (Prgr 4 o! thr
Be;rlng neport'.

Althougtr not rcflcctad Ln thr n&lptt rllocatlon rchcdulrr ttorrlll
EnglncorLngr Co. nadc rhl"Xnsntr dl,rret to euetmcrt of thc trqnfrtr
notl,fyl,ng thc tr:quyarr rho thcn nrllcd rn lnvolcr to thr curtilcte
(Frgo- 6 of tho BolrLng R.port and copLrr of l,nvol,sce rubmlttcdl .

e/30/65

g54r 983.7?
461 5OI.OO

9 8r 482.71

e/3o'/66

l7o o640.16
59r 616,OO

s11rotr{.46
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Bild on rll o! the lnformatlon rrrbnl,tt.d, rn bollcvc thrt thr lrotory
opcntod undcr thr nenc of Horrtll fngtncorlng Co. {urlttt.d lr l
rgnrlrr placo ol burl.nmr of, tho tuqny.rt thrt thr tuqnyrr gnLd lor
rtu natcrlalr urrd by llorrtlf h nrnufrcturtng produotr lor lt rnd
thrt t{orrlll rhtpprd flnl,rhod groodr both to thc trrSnytr rnd to tbt
trxlnyrrrl sttltoort. lflron mn no rrtu lrm $orr111 to thc tlr*
gryir btsrutr tax[nyor waf rt all ttnm the oyn.r of r1l lnvmtorlrl.

lecordLnglyr rto arcwcnd that tho taxm bo ncoputrd u follorrr

&rtkr net Lncqr
Eurtncrr rlloeatl,on !{
Allosrtcd nrt lncoo
rrrt at 5lt5
rrx lnld
Scductlsr

liIErllB
L/\r/ro

Approved

s/rQ/gx

09991 7O5.@
84.573r

8{5, {78.OO
461 5O1.OO
,dr9gr,??

s gr{g l .?7

e/ro/Q6

f l r tS4rt?l.OO
8{. tgar

lrO8tr gtl.OO
$9r616.oO
?oreao.46

f llrOtr4.{6

PrlncLprl Corporatlon fu BIln r

PrinClpal Corlnntlon fart Dnlnrr

E. A. Doran
Milton Koerner - t /Zo/lO
A. B. Manley - Vze/to


